HEITMAN § CANADIAN REALTY INVESTORS: 
annual report 1974 


Heitman Canadian Realty Investors is an unincorporated real 
estate investment trust created under the laws of the Province of 
Ontario. Its units and warrants are listed for trading on The 
Toronto Stock Exchange and the Montreal 

Stock Exchange. 


Subject to criteria established by government agencies, the Trust 
invests funds on behalf of unitholders to achieve a portfolio of 
diversified mortgages and real estate holdings which, through 
professional management and leverage, can provide the investor 
with greater liquidity and investment return than is usually 
possible through a direct mortgage holding. The Trust also is 
permitted, subject to specific criteria, to improve earnings 
through debt leverage as well as equity leverage. 


The objective of a real estate investment trust is to generate 
satisfactory earnings by employing its funds within the limits of 
acceptable investment risk. 


Financial 
Highlights 


1974 


New Investment Commitments $42,468,462 
Loans Funded at Period End | 75,051,774 
Gross Income 6,521,856 
Operating Expenses 1,696,584 
Interest on Participating Subordinated Note 2,282,907 
Net Earnings’ 2,542,365 
Primary Earnings per Trust Unit* $.846 
Dividends Earned per Trust Unit $.867 


anne 


“Fully diluted earnings per Trust unit are not presented since the results are anti-dilutive. 


To the Unitholders: 


Heitman Canadian Realty Investors is pleased 
to submit its report for the year ended 
December 31, 1974. 


The Trust’s gross income of $6,521,856 
resulted in net earnings of $2,542,365. This 
was equivalent to 84.6 cents of primary 
earnings per trust unit. Unitholders received 
dividends of 86.7 cents, as earnings for 
income tax reporting were 2.1 cents greater 
than earnings for customary financial 
statement reporting. The holders of the 
Convertible Participating Subordinated 
Debentures were paid participating interest 
that increased the yield to approximately 
9.17% for 1974. 


Your Trustees believe prudent investment 
policy suggests that your Trust should 
maintain a reserve for possible loan losses. 
However, Canadian income tax laws do not 
permit a trust such as Heitman Canadian 
Realty Investors to deduct a reserve of this 


nature for tax purposes. Consequently, we 
discontinued our reserve practice to prevent 
an unfavorable liability for income taxes. 


Our investment portfolio appears to be very 
sound. Mortgage loan assets grew to 
approximately $75,000,000 with a 10.4% 
average yield at year end. Approximately 

18% of these funded investments had floating 
rates tied to prime. Unfunded commitments 
stood at $43,250,000, including $11,650,000 

in stand-by commitments which we do not 
expect to fund. If all commitments, other than 
stand-bys, were fully funded, 35% of our 
loans would have floating rates. While the 
average term of the entire committed portfolio 
is 9 years and 4 months, 60% of the portfolio 
has an average maturity of only 3 years 

and 5 months. A more detailed statistical 
summary is presented in this report. 


During 1974, Heitman Canadian Realty 
Investors depended entirely on bank debt for 
senior leverage. At year end, senior debt 

was less than one-half of equity capital and 
subordinated debt. The Trustees paced 
investment growth with asset resources. 
Concerned over tightening capital markets, 
high money costs and signs of economic 
weakness, the Trustees curtailed 


commitments for new investments. 
Accelerated principal repayments, scheduled 
maturities and more favorable capital 

markets indicate near-term increasing 
liquidity for the Trust. 


We believe we have established a good base 
of investments that will produce dependable 
earnings. In 1975, we will continue to work 
toward our objective of employing the Trust’s 
assets to provide satisfactory earnings within 
the limits of acceptable investment risk. 


-PPrtt 4 


Norman Perlmutter 
Chairman of the Board 


March 11, 1975 


SLES ae 


HCR Adviser Ltd. 


HCR Adviser Ltd. was the sponsor and is 
contractual adviser of the Trust. Its staff provides 
the professional expertise that the Trust requires 
to meet its objective. The adviser reviews 
investment opportunities; presents qualified 
applications to the Investment Committee of the 
Board of Trustees; provides the Trust with 
financial advice and liability and asset 
management; administers loans; maintains the 
books and records; and administers and conducts 
the business operations of the Trust. The adviser’s 
fees are established under its contract with the 
Trust in accordance with standards set by 
governmental agencies. 


During 1974, HCR Adviser Ltd. increased its staff 
to carry out its functions in the formulation 

and implementation of the investment 

objective of Heitman Canadian 

Realty Investors. 


Adviser Staff: 

Herbert W. Kuehnle, Chairman 

S. Robert Rudd, President 

Roger E. Smith, Financial Vice-President 
William Begley, Mortgage Administrator 


William Begley, Mortgage Administrator 
S. Robert Rudd, President 
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Type of Investment 


Interim First Mortgage Construction Loans: 

generally finance the construction of income-producing prop- 
erties such as shopping centres, hotels, apartment buildings 
and office and industrial buildings, and in some instances, the 
acquisition of sites for such properties. Construction loans will 
be made, in most cases, after a take-out commitment has been 
obtained from the Trust or another lender. 


Short-Term and Intermediate-Term First Mortgage Loz 

are osnerelly made to enable the owner of Seinpletede or sub- 
stantially completed income-producing property to defer ac- 
cepting long-term financing for a project in order to secure 
more favourable long-term mortgage terms at a later date. 
Short-term loans are generally for terms of three months to 
three years, while intermediate-term loans are generally for 
terms of three to seven years and may provide for partial amor- 
tization of principal during the term. 


Long-Term First Mortgage Loans: 

may have maturities ranging from 7 to 40 years and are se- 
cured by mortgages on completed income-producing proper- 
ties. Customarily, the outstanding balances of such loans are 
reduced by periodic level payments of blended principal and 
interest. These loans may be insured by governmental agencies. 


irst Mortgage Development Loar 
are eperaally used to aenee fe aecueltion of land and the in- 
stallation and construction thereon of roads, drainage and 
sewage systems, utilities, recreational facilities and similar im- 
provements. The term of any development loan made or ac- 
quired by the Trust will not ee exceed five years. 
Purchase and Leaseback Financing: 
involves the purchase of income- ab oaelng real property and 
the concurrent leasing of such property. Lease terms may pro- 
vide for a basic fixed rental plus additional payments based 
upon other considerations. 

Junior Mortgage Loans: 
are loans which are junior in security to first mortgage loans. 
They usually have higher yields because greater risks are 
involved. 

Real Estate Equity Investments 
are investments, ‘either aiectly in income-producing property 
or through the purchase of stock or other ownership interests 
in companies or other entities formed to hold a particular prop- 
erty. Such investments will normally be subject to mortgage 
liens having priority over the equity interest of the Trust. Invest- 
ments of this type may not exceed 20% of the aggregate book 
value of all of the Trust’s assets. 


Standby Commitments and Gap Loan Commitments: 

a standby commitment is an undertaking or agreement to make 
a mortgage loan at a future date upon terms which generally 
are such that neither the lender nor the borrower anticipates 
the exercise of the commitment, although the lender must be 
prepared to make the loan if called upon. A gap loan commit- 
ment is an undertaking or agreement to make a future mort- 
gage loan if the borrower is unable to meet specified conditions 
necessary to take down the full amount of a mortgage loan 
from another lender. Neither the Trust nor the borrower antici- 
pates the exercise of the commitment. The Trust normally re- 
ceives a fee for issuing either type of commitment. 


GRAND TOTAL 


nt Category 


Amount 
Committed 


$ 34,319,361 


33,034,718 


32,161,010 


2,720,000 


4,426,280 


$106,661,369 
11,650,000 


$118,311,369 


Percentage 
of Portfolio 


32.2 


30.9 


30.1 


2.6 


4.2 


100.0 


100.0 


Amount 
Funded 


$ 8,649,263 


30,017,218 


29,961,010 


2,540,844 


3,883,439 


$75,051,774 


$75,051,774 


Geographic 
Diversity 


° 


P. 


a 
: ae Percent Amount | 
Quebec 2 37.8 =: $44,729,408 


Ontario nae 81.1 ~~: 36,829,219 
British Columbia 17.5 20,614,925 
United States 5.6 6,650,000 
Nova Scotia 3.6 4,250,000 — 
Saskatchewan ce 3.0 3,591,592 
Manitoba : ; 6 ~~ +-700,000 
England oo) 598,517 


Alberta . 847,708. 


Type of 
Property 


1974 
Percent Amount 
Commercial & Shopping Centres 37.0 $43,811,890 


Office Buildings 19.8 (23,423,517 
Industrial Parks & Buildings 19.2 22,721,180 
Hotels 11.1 13,140,144 
Apartment Projects 8.9 10,539,638 


Condominium Projects 4.0 4,675,000 | 


Trustees 


Norman Perlmutter* 

Chairman and President; 

The Heitman Group Incorporated 
Chicago, Illinois 


John Parmenter Robarts* 
P:GC.Ge GG 

Partner; Stikeman, Elliott, 
Robarts & Bowman 
Toronto, Ontario 


Lester Jerome Rosenberg 
Partner; B. L. Rosenberg & Co., 
Certified Public Accountants 
Highland Park, Illinois 


William Lindley Atkinson* 
Executive Vice President/ Finance; 
The Oshawa Group Limited 
Mississauga, Ontario 


Miles Lee Berger* 

Chairman of the Board; Mid-America 
Appraisal & Research Corp. 
Chicago, Illinois 


Raphael Bernstein 
Partner; Bear, Stearns & Co. 
New York, New York 


Pierre Coté 
President; Laiterie Laval Ltée 
Quebec City, Quebec 


James lan Crookston 

Chairman; Nesbitt, Thomson and 
Company, Limited 

Toronto, Ontario 


Howard Mansell Cunningham* 
Assistant Treasurer; 

Canada Packers Limited 
Islington, Ontario 


Graham R. Dawson 
Chairman; Daon Development Corp. 
President; Dawson Construction Ltd. a f. 


Vancouver, British Columbia Nocman Perlmutter 
Chairman and President 


Edward Anthony Galvin 
Chairman and President; 
Canadian Industrial 

Gas & Oil Ltd. 

Calgary, Alberta 


David Kinnear* 
Vice Chairman; Bank of Montreal 
Toronto, Ontario 


Herbert Walter Kuehnle 
Chairman; HCR Adviser Ltd., 
Chairman and President, 
HMI Management Company 
Oak Brook, Illinois 


John Herbert Smith, D. Sc. 
Consulting Engineer; 
Toronto, Ontario 


G. J. van den Berg* 
Company Director 
Beaconsfield, Quebec 


*Member of Investment Committee 


Lester Jerome Rosenberg 
Treasurer 


Pierre Coté 


John Parmenter Robarts 
Secretary 


Raphael Bernstein 


Graham R. Dawson 


Edward Anthony Galvin 
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Commitments and Fundings by Quarter 


as of December 31, 


1974 (in millions) 1973 (in millions) 
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Dividend Distribution by Quarter 


as of December 31, 


1974 1973 
SS a $.24 


21 


18 


lo 


WP 


.09 


1st Quarter 2nd Quarter 3rd Quarter 4th Quarter 1st Quarter 2nd Quarter 8rd Quarter 4th Quarter 


Date 
Paid 6/17/74 8/7/74 11/6/74 1/29/75 os a 12/17/73 2/25/74 


* Initial Dividend April 10, 1973 to June 30, 1973 


Commitments Maturing by Quarter 


as of December 31, 1974 


1975 1976 1977 1978 1979 1980-1985 After 1985 
1st Qtr. 150,000 350,000 9,475,000 1,026,280 3,155,769 12,060,514 4,124,074 
2nd Qtr. = 6,750,000 5,700,000 4,930,392 4,344,936 4,000,000 7,150,045 
3rd Qtr. 1,000,000 — 4,420,000 — 2,012,298 4,632,136 15,137,305 
4th Qtr. 1,900,000 9,450,000 _ 2,476,570 6,364,752 1,800,000 5,901,296 


3,050,000 16,550,000 19,595,000 8,433,242 15,877,755 22,492,650 32,312,720 


Balance Heitman Canadian Realty Investors 
sheet 


December 31, 


ASSETS 1974 
CASH (Note C) $ 2,118,360 
MARKETABLE SECURITIES — at cost 

which approximates market _ 
MORTGAGE LOANS RECEIVABLE (Notes A and D) 75,051,774 
INTEREST RECEIVABLE 

Loans 607,029 

Other 55,915 
ORGANIZATION EXPENSES 43,353 
OTHER ASSETS 75,851 

$77,952,282 

BANK LOAN (Note F) — $24,200,000 © 
ACCRUED INTEREST PAYABLE 709,584 | 
ACCOUNTS PAYABLE AND ACCRUED EXPENSES 244,339 
DIVIDENDS PAYABLE (Notes A and L) 712,342 
REFUNDABLE COMMITMENT FEES 145,350 


UNEARNED INTEREST INCOME 


TRUST UNITS (3,010,200 outstanding) (Notes G, H and 1) 27,038,675 | 
DISTRIBUTIONS IN EXCESS OF NET EARNINGS (Note M) 64,292 


26,974,383 


| $77,952,282 | 


On behalf of the Trustees: 
Norman Perlmutter, Trustee 
William L. Atkinson, Trustee 
David Kinnear, Trustee 


See notes to financial statements. 


Statement of Earnings Heitman Canadian Realty Investors 
and Distributions 


EARNINGS PER TRUST UNIT (Note kK) $.846 


DIVIDENDS DECLARED PER TRUST UNIT [ee 


See notes to financial statements. 


January 1, 
to 
December 31, 
1974 
INCOME: 
Interest on mortgage loans (Note A) $ 5,095,913 
Interest on marketable securities and deposits 819,988 
Commitment and stand-by fees (Note A) 605,955 
TOTAL INCOME | 6,521,856 Pepe oraaeo 
EXPENSES: 
Bank interest and commitment fees 910,751 
Advisory fees (Note B) 598,512 
Provision for possible loan losses (Note A) _ 
Trustees’ compensation and expenses 53,360 
Transfer Agent and Registrar fees 28,150 
Legal and audit 74,250 
Other 31,561 
TOTAL EXPENSES | 4,696,584 | fice ae | 
INCOME BEFORE INTEREST ON PARTICIPATING NOTE 4,825,272 
INTEREST ON PARTICIPATING NOTE (Note E) 2,282,907 
NET EARNINGS 2,542,365 
DIVIDENDS (Notes A and L) 2,606,657 
DISTRIBUTIONS IN EXCESS OF NET EARNINGS (Note M) 64,292 eee co 


Statement of Changes 
in Financial Position 


SOURCE OF FUNDS: 
Net earnings 
Adjustment for non-cash item 
Provision for possible loan losses (Note A5) 


Proceeds from bank loan 
Collection of principal on mortgage loans 
Proceeds from sale of Trust Units, 
net of applicable expenses 
Proceeds from issuance of 1973 
Participating Subordinated Note 


Issue of Trust Units upon Debentures exchanged (Note 1!) 


Less Debentures exchanged (Note 1) 
Increase in other liabilities 


TOTAL FUNDS PROVIDED 


APPLICATION OF FUNDS: 
Dividends declared (Note L) 
Disbursements of principal on mortgage loans 
Increase (decrease) in interest receivable 
Increase in other assets 
Other 


TOTAL FUNDS APPLIED 


INCREASE (DECREASE) IN CASH AND MARKETABLE SECURITIES 


CASH AND MARKETABLE SECURITIES ON HAND 
AT BEGINNING OF PERIOD 


CASH AND MARKETABLE SECURITIES ON HAND 
AT END OF PERIOD 


See notes to financial statements. 


Heitman Canadian Realty Investors 


January 1, 
to 
December 31, 
1974 


$ 2,542,365 


(74,000) 


2,468,365 
24,200,000 
9,311,059 


102,000 
(102,000) 
594,313 


36,573,737 


2,606,657 
54,157,969 
(92,413) 
75,014 
6,430 


(20,179,920) 


22,298,280 


$ 2,118,360 


BBM aiteaie 


Notes to 


Financial Statements 


December 31, 1974 


The Trust is an unincorporated investment trust 
created pursuant to a Declaration of Trust made 
in Toronto, Ontario and dated January 31, 1973, 
amended March 15, 1973 and commenced opera- 
tions on April 10, 1973. 


A. Summary of Significant Accounting Policies: 

1. The Trust assumed the underwriting discount 
and expenses relating to the issuance in 1973 of 
$25,000,000 Convertible Participating Subordi- 
nated Debentures 1973 Series of HCR Realty 
Limited (the proceeds of which were used to 
purchase the 1973 Participating Subordinated 
Note of the Trust). The expenses relating to the 
original issuance of the $25,000,000 Debentures 
of HCR Realty Limited and the expenses relat- 
ing to the issuance in 1973 of $30,000,000 of 
Trust Units, aggregating $3,063,324 have been 
charged directly to Unitholders’ Equity as a 
financing cost. 


2. Organization expenses related to the formation 
of the Trust have been capitalized and are not 
being amortized. 


3. Interest income on outstanding loans is re- 
corded at interest rates in effect during the 
year. Additional interest received on certain 
loans is amortized on a straight-line basis over 
the lives of the related loans. 


4. Non-refundable commitment fees are taken into 
income when the fees are received. 


5. The Trust provides for loan losses when such 
losses become known. At December 31, 1974 
there was no provision for such losses. Pre- 
viously, the Trust provided for possible loan 
losses through the establishment of an allow- 
ance at the rate of 5% of net earnings. This 
change in accounting principles had no effect 
on net earnings for the year ended December 
31, 1974 because of the overall expense limi- 
tations in the advisory contract. 


6. The policy of the Trust is to operate in such a 
manner as to qualify under Section 108(2)(b) of 
the Income Tax Act as a “unit trust.” In any 


Heitman Canadian Realty Investors 


taxation year in which the Trust’s assets, in- 
come and number of Unitholders qualify under 
this Section, and when its net taxable income 
has been distributed to its Unitholders as a tax- 
able dividend, the Trust is not subject to income 
tax. Accordingly, no provision for income taxes 
has been made. 


B. Advisory Contract: 

The Trust has entered into a non-assignable ad- 
visory contract with HCR Adviser Ltd. for the lat- 
ter’s services as adviser and manager of the Trust. 
The initial term of the contract is for three years 
commencing January 31, 1973 and thereafter may 
be renewed for a term of either one or two years. 
For such services the adviser receives compensa- 
tion at the monthly rate of 1/10 of 1% of the 
average monthly invested assets of the Trust dur- 
ing the preceding calendar month, plus 25% of 
the stand-by and gap commitment fees or fees 
for guaranteeing the indebtedness of others actu- 
ally received by the Trust. These fees are subject 
to certain limitations based on other expenses in- 
curred by the Trust. 


C. Cash: 

Cash includes non-interest bearing deposits of 
$1,002,069 ($1,000,000 U.S.) in a United States 
bank account and $1,025,000 in a Canadian bank 
account as compensating balances in connection 
with lines of credit granted to the Trust. At De- 
cember 31, 1973 cash included compensating bal- 
ances of $1,000,000 U.S. 


D. Mortgage Loans Receivable and 

Loan Commitments Outstanding: 

A summary of loan transactions for the year is as 
follows: 


Loans Unfunded 
receivable commitments 
Balance January 1, 1974 $30,204,864 $54,949,102 
New loans approved _ 42,468,462 
Loans funded 54,157,969 (54,157,969) 
Principal repaid (9,311,059) — 
Balance December 31, 1974 $75,051,774 $43,259,595 


Mortgage loan balances and open loan commit- 
ments at December 31, 1974 are summarized 
as follows: 


Estimated 

weighted 

average 

yield 
Type of on amount Amount Unfunded 
commitment advanced advanced commitments Totai 


Construction loans 
and progress 


payments 11.42%  $ 8,649,263 $25,670,098 $34,319,361 
Other first 

mortgage loans: 

Short-term 13.00 1,000,000 — 1,000,000 
Intermediate term 9.98 29,017,218 3,017,500 32,034,718 
Long-term 9.57 29,961,010 2,200,000 32,161,010 
Land development 14.50 2,940,844 179,156 2,720,000 
Junior mortgage 13.25 3,883,439 542,841 4,426,280 
Stand-by and gap 

commitments _ — 11,650,000 11,650,000 


10.39% $75,051,774 $43,259,595 $118,311 ,369 


The interest rates on certain construction and 
short-term loans fluctuate with the prime rate, and 
the estimated average yield rates on amounts ad- 
vanced as at December 31, 1974 have been com- 
puted based on a prime rate of 11%. 


The anticipated future net funding requirements 
of the Trust at December 31, 1974 are in excess 
of present unused lines of credit by approximately 
$12,000,000. The Trust expects to obtain additional 
funds required to meet these commitments. 


E. 1973 Participating Subordinated Note: 

The 1973 Participating Subordinated Note, which 
matures on December 31, 1992, is unsecured and 
by its terms is declared subordinate in right of 
payment to the prior payment in full of all senior 
indebtedness of the Trust and to the guarantee of 
the Debenture of HCR Realty Limited by the Trust. 
Interest is payable semi-annually at a rate which 
is 1/100 of 1% higher, on an annual basis, than 
the fixed and participating interest payable on the 
Convertible Participating Subordinated Debentures 
1973 Series of HCR Realty Limited. Interest pay- 
able on the Debentures is at a fixed rate of 512% 
per annum plus participating interest in respect of 
each calendar year sufficient to increase the re- 


turn on the outstanding Debentures to a rate equal 
to Y2 of 1% greater than the rate of return (up to 
a maximum of 10% per annum) payable by way 
of dividends in respect of such calendar year to 
holders of outstanding Trust Units calculated on 
the basis of the Average Issue Price of such out- 
standing Trust Units. 


The Trust has the right to require HCR Realty 
Limited to give the Trust credit against the Note 
in part from time to time in amounts equal to the 
principal amount of its Debentures being surren- 
dered for cancellation on exchange for Trust Units. 
The Trust also has the right to prepay all or part 
of the Note as may be required for redemption or 
on open market purchase of Debentures by HCR 
Realty Limited, as may be directed by the Trust. 


F. Lines of Credit: 

The Trust has available a $25,000,000 revolving 
line of credit from a Canadian chartered bank. 
Under such line of credit, the Trust pays a monthly 
fee calculated at the rate of % of 1% per annum, 
whether or not used. In addition, compensating 
balances equal to 5% of the Trust’s average 
monthly borrowings are maintained. Interest is 
payable on all money advanced at the bank’s 
prime commercial rate plus %4 of 1% and such 
advances rank pari passu with all other senior 
indebtedness of the Trust. 


The Trust also has available a $10,000,000 U.S. 
line of credit from a United States bank. Under 
such line of credit, the Trust is required to main- 
tain compensating balances equal to 10% of the 
line, whether used or not, and in addition must 
maintain additional compensating balances equal 
to 10% of the Trust’s average monthly borrow- 
ings. Interest is payable on all money advanced 
at the bank’s prime commercial rate plus %4 of 
1% and such advances will rank pari passu with 
all other senior indebtedness of the Trust. 


At December 31, 1974 there were demand notes of 
$24,200,000 outstanding against the Canadian line 
of credit. 


G. Trust Units: 

The Trust has a single class of transferable, non- 
redeemable, Trust Units which may only be issued 
as fully paid. No more than 12,000,000 Trust Units 
may be issued without a resolution of the Trustees 
confirmed by the holders of the then outstanding 
Trust Units. Each Trust Unit represents a beneficial 
interest, ranking equally in all respects with each 
other outstanding Trust Unit, in dividends and 
other distributions, when and as declared, in- 
cluding the proceeds of liquidation of the Trust 


property. 


A total of 4,500,000 Trust Units has been reserved 
for issue upon exercise of Warrants and upon ex- 
change of Debentures (Notes H and 1). 


H. Trust Units Reserved for Warrants: 

Holders of Warrants of the Trust will be entitled 
until April 30, 1976 to purchase one Trust Unit for 
each whole Warrant at a subscription price of 
$11.25 per Trust Unit and during the period May 1, 
1976 to April 30, 1978 inclusive to purchase one 
Trust Unit for each whole Warrant at a subscrip- 
tion price of $12.50 per Trust Unit. 2,000,000 Trust 
Units are reserved for issue upon exercise of 
Warrants. 


I. Trust Units Reserved for Debentures: 

The Debentures of HCR Realty Limited, due De- 
cember 31, 1992 are exchangeable, at the option 
of the holders up to the close of business of the 
Trustees on November 30, 1992 or, if called for re- 
demption, up to the close of business of the De- 
benture Trustee on the day fixed for redemption, 
into fully-paid Trust Units on the basis of 100 Trust 
Units for each $1,000 principal amount of Deben- 
tures surrendered for exchange. 2,500,000 Trust 
Units are reserved for issue upon exchange of 
Debentures. 


Debentures in the amount of $102,000 were ex- 
changed into 10,200 Trust Units during 1974. 


J. Guarantee: 

The Trust has agreed to unconditionally guarantee 
the payment of principal of, and interest on, the 
Debentures of HCR Realty Limited aggregating 
$24,898,000, which guarantee is not secured. 


K. Earnings Per Unit: 

The amount of primary earnings per Trust Unit is 
based on the weighted average number of Units 
outstanding during the year, which was 3,006,092 
Units. 


The issuance of Trust Units upon the exercise of 
outstanding Warrants and conversion of the Par- 
ticipating Note would not result in dilution to the 
primary earnings per Trust Unit. 


L. Dividends Declared: 

The Trust declared dividends aggregating $.867 
per Trust Unit for 1974 of which $.63 was paid dur- 
ing the year. 


M. Distributions in Excess of Net Earnings: 
Dividends have been declared in an amount equiv- 
alent to the Trust’s taxable income for the year as 
calculated under the provisions of the Income Tax 
Act, which was $64,292 in excess of reported net 
earnings. This is the result of differences between 
income tax and financial statement accounting. 


Auditors’ oe 2 


The Unitholders, ee 
Heitman Canadian Realty Investors. i 


of Heitmar 


We have oxetnee the balance sheet 


In our cenor these financial stateme ts P esent 


cepted accounting: ee applied « ( 
the change, with which we concur, in provi 
loan losses as described in Note AS, 


Toronto, Ontario, 
January 11, 1975. 


Chartered Accountants. 
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